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Person to Cantact: ************** 
'blephone Nurber: ************** 
Refer Wly tot 
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rhtet HOV 7 3 7997 

Dear Applicant: 

We have considered your application for recognition of exemption fra Federal 
I n c m  Tax under Section 501 (c) (3) and Section 501(c) (4) of the Internal 
Revenue Code of 1986. 

The information suhitted discloses that you were incorporated 3n *******, 
**** uncler the nonprofit corporation laws of the State of *******. 

kvorcling to your By-laws, your primary objective is to p r m t e  mteur golf 
and the annual ************** ***************, to interest and educate 
irwlividua1.s in the sport of amt'eur golf and prmte and encourage sociability 
and friendship among golfers and the general public. 

The sole activity of your organization is an annual golf tournament called the 
"******* ***". The tournament format is attached an Exhibit 1. A sample 
entry form i o  attached as Exhibit 2. 

According to the financial data suhitted, substantially all your income is 
derived from tournament entry fees and sponsorship fees. Substantially all 
yoor expenses are prize money disbursements and miscellaneous tournament 
expenses. See Exhibit 3. 

Section 501(c) (3) of the Cde provides for the exemption £ran Federal Income 
Tax of corporations organized and operatxsd exolusively for religious, 
charitable, literacy, scientific, and edt~cational purposes; no part of t?e net 
earnj.ncjs of which inures to any private shareholder or individual. 

St~tion 1.501 (c) (3) -1 of the Tax RgulatJ.ons relates to the definition of the 
organization and *ration of organizations described in Section 501(c) ( 3 ) .  
It is quoted, in part, as follaws: 
"(a) &ani&iti0&1 and operational tests. (1) In order to be exempt as an 
organizati%rl deacribsd in Section 501(c) (3, an organization must he both 
organizecl and operated exclusively for ore or more purposes spec! 'ied in such 
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a ,  section. If an organization Eailo to meet either the organizational test or .. J 

I' O ,  the oprational teat, it is not exempt. (2) The term "exempt purpose or 
purposesn, as tised in this section, mans any purpose or purposes specified in 
Section 501 (c) (3) . . ." 
It (b) b-rational test. (1) Primary activities. An organization will 3e 
regarded as o w  exclusively'~ for one or more exempt purposes only i f  it 
engages primarily in activities which accmpl~sh one or more of such exempt 
purposes specifid in Section 501(c) (3). An organization will not ke so 
reyarded if more than an inuut~otantial mrt of its activities is not in 
fu;thero;lcc of an exmpt purpose. (2)  bistributior, of earninqs. An 
orqa~~iza tion is not operated excluaively for one or more exempt plrposes if 
its net earnings inure.in whole or in part to the benefit of private 
ahareholders or individuals.. .'I 

Section 1.501(~)(3)-l(a) of the I n c a  Tax Regulations provides that in order 
to be exempt as an organization described in Section 501(c)(3), the 
organization must be one that is both organized and operated exclusively for 
one or more of the purposes spxifiecl in that section. If an organization 
fail3 to meet either organizational or the operational test it is not exempt. 

,Ssction 1.501 (c) (3) -1 (d) (1) ( i i )  of the Incaw Tax Regulations provides that an 
organization is not organized and operated exclusively for exempt purposes 
unless it serves a plblic rather than n private interest. Thus, it is 
necessary for an organization seeking exanption uncler Section 501(c)(3) to 
establish that it is not organized or operated for the benefit of private 
interests such as designatd individuals, the creator or his family, 
shareholders of the organization, or pe:rsons controlled, directly or 
indirectly, by such private interests. 

Section 501(c) (4) of the ccde provides :€or the exemption fran Federal i n c m  
tax of civic leagues or organizations not organized for profit but operated 
exclusively for the pranotion of social welfare. 

Section 1.501(c) (4)-l(a) (2) (i) of the Inccme Tax Regulations provides that an 
organization is operatd exclusively for the pranotion of social welfare if it 
is primarily engaged in promoting in sane way the cannon good and general 
welfare of the people of the ccmnunity, An organizaiton enbraced within this 
section is one which is operated primarily for the purpose of bringing about 
civic betterments and social improvemenlrs. 

According to Pevenue Ruling 74-298, 1974-1 COB. 133, a nonprofit organization, 
whoso sole activity was sponsoring an annual professional golf tournament, did 
not qualify for exempt status under Section 501(c) (4) of the Code. 
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. . .  , ,  You do not qualify for exanpt status under Section 501(c) (3) because your 
activities are not exclusively charitable. Professional yoif tournaments, 
which diotri'mte prize money to golfers, serve private interests and are 

i ' >  
outside the scope of exempt status under Section 501(c) (3). 

I , ' .  , . . , 

1 . 2  Accordingly, we have concluded that you are not entitled to recognition of 
exqtion fran Federal Inca Tax under Section 501(c)(3) of the Code, since 
you are not organized and operated exclusively for charitable, religious, or 
other axmpt purposes within the meaning of Gection 501 (c) (3) . 

L ' We also rule that yo11 do not qualify for exanpt statits under Section 501(c)(4) 
because you are similar to the organization described in tho above Revenue 
Etuling 74-29t3. You are not pri~narily engaged in promoting in scsrm way t l ~ e  
c m n  god and general welfare of the people of the cmnity. 

You are r q u i r d  to file Federal Incare 'Tax Returns. 

Contributions made to you are not deductible by the donors as charitable 
contributions as defined in Section 170(~) of the Code. 

If you do not agree with these conclusions, you m y  within thirty days frcan 
the date of this letter, file a brief of the facts, law and argument (in 
duplicate) which clearly sets forth your position. In the event you desire an 
oral discussion of the issues, you should so indicate in yfur suknission. A 
conference will be arranged in the Regional Offlce after you have submitted 
your brief to the Chicago District Office and we have had an opportunity to 
consider the brief and it. appears that the conclusions reached are still 
unfavorable to you. Any ~~thission must be signed by one of your principal 
officers. If the ~natter is to be handled by a representative, the Conference 
and Practice Requirements regarding the filing of a power of attorney and 
evidence of enrollment to practice must lx met. F 4 e  have enclosed mblication 
892, Exmpt Organization Appal Procedures lor Adverse Determinations, which 
explains in detail your rights and proceclures. 

If you do not protest this proposed determination in a timely manner, it will 
1x considered by the Internal Revenue Service as a failure to exhaust 
available administrative remedies. Section 7428(b)(2) of the Internal Revenue 
Code provides in part t h a t  "A declaratory judgmnt or decree under this 
section shall not be issued in nny procetding unless the ?'ax Court, the Court 
of Claims, or the District Court of the United States for the District of 
Columbia determines that the organization involved has exhausted 
adml~istriitive reredies available to it within the Internal Revenue Service". 

Please keep this determination letter in your permanent records. 



I f  you agree with th i s  determination, please sign and return the enclosed Form 
6018 

If we do not hear f ran you within 30 day!; Pran the da te  of t h i s  letter, this 
determination w i l l  beccxne f inal .  I n  accordance with Code Section 6104(c),\we 
w i l l  nctiiy the appropriate S ta te  o f f i c i a l s  of this action. 

Very ti:uly yours, 

D i s  tr  i c z t  D'i rector 

Enclosures: 
Publication 832 
Form 6018 


